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Key Economic Indicators for Gabon 
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SUMMARY -- The Gabonese economy is continuing its economic 
boom. The boom, touched off by the quadrupling of world oil 
prices and the doubling of Gabon's oil production, is also 
supported by Gabon's exports of wood, manganese and uranium. 
Revenues increased substantially in 1975 and should show 
further growth in the next several years. Expenses have 
also increased, as Gabon is using its revenues to try and 
develop the economy. Thus, there is and will continue to 
be a great deal of economic activity in Gabon. Gabon has 

a stable, pragmatic government which follows the liberal 
economic policy of encouraging private foreign investment 
and management. The Government's policy of economic national- 
ism (Gabonization) is a moderate one and does not seek to 
drive out or discourage foreign firms -- only participate 
with them. For these reasons American firms have an ex- 
cellent opportunity to obtain large contracts and make 
substantial sales in Gabon. The Embassy, backed by the 
Departments of Commerce and State in Washington, stands 
ready to assist American firms in any way possible. 


CURRENT ECONOMIC SITUATION AND TRENDS 


The Gabonese economy, which has been booming for the last 
several years, is continuing to expand, stimulated princi- 
pally by a steady inflow of revenues from the petroleum in- 
dustry. Gabon now has one of the highest per capita incomes 
in Africa, and has embarked on an ambitious development pro- 
gram to develop the country's natural resources as well as 

to create a diversified industrial base which will reduce the 
country's dependence on imports and eventually permit Gabon 

to become an exporter of semi-manufactured products. Evidence 
of the expansion of the economy is visible throughout the 
country, particularly in the tremendous amount of construction 
underway: factories, schools, hospitals, houses, apartment 
buildings, hotels, and roads. Libreville has become a virtual 
construction site, with many of the projects scheduled for 
completion prior to the OAU Summit in June 1977. Work on 
major transportation and communications infrastructure 
projects is continuing. The agricultural sector is now 
receiving priority attention from the Government to reduce 

the country's dependence on imported foodstuffs and hopefully 
to reduce food prices. 


Natural Resources -- The mineral resources of Gabon have 
provided the fuel for the country's economic boom. The most 
important of these resources is petroleum. While Gabon's 
petroleum production is extremely small by comparison with 
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other OPEC nations (Gabon's production exceeds only that of 
Ecuador), in 1974 petroleum accounted for $657 million or 

70.8 percent of the country's export revenues. In 1975 pro- 
duction reached 11.3 million tons and accounted for 83 percent 
of Gabon's exports. Production is expected to continue for 
the next few years at 1974-1975 levels, though it may decrease 
slightly after 1978. The Government of Gabon recognizes that 
petroleum is an exhaustible resource and wishes to maintain 
production at the present levels for the longest possible time 
to insure a steady inflow of revenue and to conserve the life 
of the producing wells. Estimates of the life of proven re- 
serves vary widely, but the best is probably between ten and 
fifteen years, assuming current production levels are maintained. 
The Government is actively encouraging further exploration for 
oil, both on-shore and off-shore,. and substantial activity is 
underway. However, exploration is hampered by the fact that 
the nature of the terrain makes on-shore exploration extremely 
expensive and the commercially viable deposits tend to be 
fairly small. 


Approximately 85 percent of Gabon is covered by dense forest, 
and timber remains one of the country's most valuable resources. 
The timber industry is still recovering from the 1974 depres- 
sion in the wood market, and future prospects are good because 
of the improved economic situation in major importing countries. 
The 1975 production was 1.4 million cubic meters, and output 

is expected to reach 1.5 million cubic meters for 1976; most 

of the exports are destined for France, Israel, and Greece. 

The outlook continues to improve, and there are current plans 
to invest some $15 million in the industry in addition to a 
substantial investment for construction of a pulp mill (SOGACEL) 
near Kango. Further, completion of the Transgabon Railway 

will for the first time permit exploitation of the third 
forestry zone in the interior of Gabon. Planning and develop- 
ment for the forestry industry are now centralized in the 
Societe Nationale des Bois du Gabon. 


Manganese is the third most important earner of foreign 
exchange for Gabon. Production in 1975 reached 2.2 
million tons and accounted for 9 percent of Gabon's 
exports. Reserves are estimated at 200 million tons. 
Expansion of manganese production is dependent upon 
completion of the Transgabon Railway and construction 





of a minerals port at Santa Clara. Since manganese 

presently is exported via a cable car system to a rail- 
road in the Congo, this system has reached the saturation 

point. Once the railroad is in operation in the early 

1980's, manganese production is expected to double to 

4 million tons per year if world market demand permits. 


Proven uranium reserves have been estimated at 25 years, 
and in 1975 some 1,500 tons of 50 percent uranium con- 
centrate were produced at the COMUF plant at Mounana. 
There are plans to produce uranium at the 70 percent 
“yellow cake" levels by the end of 1977 and to expand 
production over the next five years to 1,500 tons of 
uranium content. 


Exploration and testing are continuing on the extensive 
iron ore deposits at Belinga in the northeast, whose 
reserves are estimated at 860 million tons. If market 
prospects are favorable, production could begin about 
1983, when the Transgabon Railway is scheduled to reach 
Belinga. 


Agriculture 


The Government of Gabon has placed its highest priority 
on the development of agriculture in the 1977-1980 plan 
and proposes an investment of some $325 million in this 
sector of the economy. Only one-half of one percent 


of Gabon's land area is now under cultivation, and 
three-fourths of that is for subsistence farming. In 
1975 virtually no progress in agriculture was made, 
and 40 percent of the total production consisted of 
manioc. Agricultural production now accounts for some 
10 percent of the GNP yet satisfies barely 15 percent 
of the country's needs. Most of Gabon's’ food require- 
ments are met by imports, both from France and from 
neighboring Francophone countries, and food prices are 
extremely high. Although details of the agricultural 
development program are somewhat vague, the Government 





plans to allot $265 million to vegetable production 

and $60 million to meat and poultry. Agricultural 
development is hampered by a small labor force and lack 
of an adequate transportation network to bring products 
from rural areas into urban centers. Future agricultu- 
ral projects will probably be highly mechanized in 
mature. At the present time, there are plans to ex- 
pand cocoa and coffee production, palm plantations 

and palm oil refineries, poultry farms, and cattle 
ranches. A sugar cane plantation and refinery (SOSUHO) 
are underway in the Franceville area and production is 
expected to reach 30,000 tons with 20,000 tons destined 
for export. The fishing industry is stagnant, but 
there are plans for construction of an ice plant, new 
fishing port, and development of a strong, modern 
fishing fleet. 


Industrial Development 


With the establishment of the Program for Industrial 
Diversification, the Government of Gabon now requires 
oil companies to reinvest ten percent of their profits 
in other industrial ventures in Gabon. These projects 
are jointly administered by the Government and the 
company on a 51 percent to 49 percent basis. Some of 
these industries are dependent upon petroleum and 
petroleum by-products, and others are wholly indepen- 
dent of petroleum. Among the projects in the planning 
stage and already underway are plants producing asphalt, 
ammonia, paints, and lacquers; drilling companies; data 
processing; construction; and agriculture. The SOSUHO 
(sugar cane) and SOGACEL (cellulose) plants are covered 
by the PID program. 


Transgabon Railway 


The major development project in Gabon remains the 
Transgabon Railway, on which actual construction began 





in 1975. A thirteen-company European consortium 
(EUROTRAG) is building the railroad and is making 

good progress, although the construction is a few 
months behind schedule. The major work thus far 

has consisted of site clearing, preparing the roadbed, 
and construction of bridges, with major track-laying 
scheduled to begin in the summer of 1977. Completion 
of the Libreville-Franceville route (comprising the 
first two "legs" of the railroad) by 1980 or early 
1981 is still considered likely, and the first rail 
transport of logs from the midpoint of the railroad 
could take place in 1978. The preliminary engineering 
study for the third leg of the railroad to the iron 
mines at Belinga is still underway. Construction of 
this section may be completed by 1983. There has been 
no further mention of extending the railway to Port 
Gentil, center of the oil and wood industries in Gabon. 


Budgets and Plans 


Gabon's most recent five-year plan ended in 1975, and 
the Government has decided to postpone the beginning 

of the next five-year plan until 1977. Planning for 
1976 is reflected in the 1976 budget, which was balanced 
at 193,113,414,000 CFA or $877 million at the 1975 
exchange rate of $1 = 220 CFA. (The present rate, 
applied elsewhere in this report, is $l = 245 CFA.) 

Some 70 percent of the budget is alloted to develop- 
ment and the balance to administrative expenses. 


Dark Spots 


In spite of the basic strength and overall favorable 
outlook for the Gabonese economy, there are two main 
problem areas: inflation and a small labor force. In- 
flation is the more serious one in the short to medium 
term. Gabon has always been one of the most expensive 
countries in Africa because of its heavy dependence 
upon imports. The situation has worsened in recent 





years because of the economic boom which has pumped 

a great deal of money into the economy without in- 
creasing the supply of basic products, and rapid price 
increases have resulted. The Government recognizes 
the seriousness of the inflation and is making some 
effort to bring it under control. 


Along with this effort to control inflation, the 
Gabonese Government has also scaled down some of its 
projected development plans in an attempt to keep its 
total external debt within prudent limits. The rapid 
pace of development in recent years has been accom- 
panied by substantial borrowing abroad, giving rise 
to some concern in international banking circles 
about Gabon's debt management practices. In response 
to this concern, the Government has promised greater 
"austerity" in its budgeting, and appears determined 
to keep future borrowing under tighter control. 


Gabon is an underpopulated country and has an insuf- 
ficient labor force to fulfill the needs of the economy. 
There is no unemployment in the country, and the shor- 
tage of skilled labor has resulted in a large number 

of non-Gabonese working in Gabon, primarily from France, 
Senegal, Cameroon, Dahomey, Nigeria, and Togo. 


IMPLICATIONS FOR THE UNITED STATES 
Current U.S.-Gabonese Economic Relations 


President Bongo is very pragmatic and fully recognizes 
that Gabon requires foreign private investment, manage- 
ment, and technology. During his trips to the United 
States in August 1973 and September 1976, he encouraged 
American businessmen to come to Gabon to witness the 
economic activity in the country and to see the oppor- 
tunities for investment. Relations between Gabon and 
the United States are warm, and the economic relations 
are strong and growing. 





Greater trade with the United States is hampered by the 
small size of the internal market, the necessity of 
doing business in French, and traditional trading pat- 
terns with Europe, particularly France. Nevertheless, 
trade opportunities do exist for a wide range of pro- 
ducts, and Gabon is diversifying its sources of supply 
for imported goods. Investment opportunities are ex- 
cellent and U.S. investment in Gabon now has approached 
$200 million, second only to that of France. While 
Gabon has money to spend, its ambitious development 
program for roads, factories, dams, power projects, and 
ports, will require foreign participation and consider- 
able foreign investment as well. 


Gabonization 


President Bongo has adopted a policy of Gabonization which 
in practice does not operate as a threat to the American 
investor. It can best be described as a policy of joint 
participation. When a new company or industry is estab- 
lished in Gabon, the Gabonese receive 10 percent of the 
stock gratis, with an option of increasing participation 
up to 60 percent through purchases of additional stock 
at a price agreed upon by the company and the Government. 
It is also required that the company headquarters be in 
Gabon and that a Gabonese be its Director. Thus far, 
there have been no problems with this system, and com- 
panies have received fair prices for their shares taken 
by the Gabonese Government. Gabonization in practice 

is a reflection of the President's pragmatic nature: 
Gabonese participation is necessary for the well-being 
of Gabon, yet foreign investment and skills are equally 
needed and foreign firms must be treated fairly. 


Opportunities for U.S. Business 


There are wide-ranging opportunities for U.S. business 

in Gabon, most of which have been mentioned previously. 
The most rapidly growing imports are heavy construction 
equipment, air-conditioning equipment, trucks, and air- 





craft. Because Gabon's limited road system is difficult 
to use during the rainy season, most communication with 
the interior of the country is by air. Gabon has more 
than 120 airports, three of which can handle large air- 
craft, and an excellent market for aircraft continues 

to exist. The mining sector continues to offer oppor- 
tunities. Complete and thorough prospecting has never 
been carried out because of the dense jungle in the 
interior, and there may be undiscovered mineral deposits 
in the country. Although the fishing industry is under- 
developed, plans noted above for its development have 
already attracted one American company and there may be 
prospects for additional investments or equipment sales. 


Several large projects are especially interesting to U.S. 
firms. The preliminary construction of the pulp mill at 
Kango (SOGACEL) is underway, but all of the equipment for 
the plant has not yet been purchased. A minerals port at 
Santa Clara, just north of Libreville, will be required 
to handle the increase in mineral exports upon completion 
of the Transgabon Railway. An American firm, Soros As- 
sociates, is doing the engineering studies and designs 
for the port. There are indications that additional 

port capacity for Libreville will be required, since some 
estimate that the Owendo port which serves the capital 
will be saturated by 1978. 


The Government also plans to build a ferromanganese plant 
in Franceville to process the manganese from nearby Moanda. 
Both Union Carbide and United States Steel hold shares in 
the company formed to build this plant which is scheduled 
for completion in 1981 to coincide with completion of the 
Grand Poubara dam. Electricite de France has completed 
the preliminary study for the dam and several U.S. firms 
are actively pursuing the contracts for the economic and 
engineering studies. The Government had intended to 
construct a new and larger international airport for 
Libreville, the present one being one of the busiest in 
Africa in terms of numbers of takeoffs and landings per 
day, but this project has been deferred indefinitely as 
part of the "austerity" effort. 





The United States Government currently assists Gabon 
through loans, guarantees, and insurance from the Export- 
Import Bank and the Overseas Private Investment Cor- 
poration. The Peace Corps is also active in Gabon in 
teaching and school construction programs. The Agency 
for International Development has granted a $5 million 
loan for construction of access roads on the Transgabon 
Railway project; construction of these roads is scheduled 
to begin shortly. 


American firms which have been most successful in the 
past are those which have undertaken on-the-spot visits 
by French-speaking representatives willing to return 
often enough to develop the personal contacts essential 
to such success. The U.S. Embassy in Libreville offers 
to American business visitors. such services as briefings 
and help in securing appointments, and in some cases can 
also assist if problems develop with obtaining entry 
visas or reservations at Libreville's chronically over- 
crowded hotels. 
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TRAVEL with Overseas Business Reports 
(OBRs)—75 a year— to get detailed information on 
overseas trade and investment conditions and 
opportunities. 
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